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On Feb. 4, Venezuelan Finance Minister Hector Hurtado announced that the government has
developed a strategy to reduce its total foreign debt while simultaneously expanding non-traditional
exports and foreign investment flows. This financial engineering, said the minister, is aimed at
reducing foreign public debt obligations by means of conversion into domestic investment and/
or a global reduction in interest payments. Venezuela's foreign debt totals about $36 billion, and
despite the payment of nearly $25 billion over the last four years, it has not been substantially
reduced. Foreign currency generated via the sale of public sector loan paper will be channeled
into the aluminum, steel, phosphate, coal and iron processing industries. Based on expansion of
such industries, said Hurtado, the government hopes to increase "non-traditional" exports to $3
billion per annum. Venezuela's most important single export is oil. Financing for specific industrial
projects in the chemical, petrochemical, mining, steel and metallurgy industries via the conversion
of a portion of public sector foreign debt, said the minister, is to be organized through agreements
with the Central Bank. On the other hand, said Hurtado, if the US prime rate drops one-quarter
of a percentage point during the remainder of the year, Venezuela stands to save $60 million in
debt service. The minister also announced that early the following week a total of $100 million in
government bonds in foreign currency would be put up for sale in New York. The government's
foreign debt reduction strategy has not gone unchallenged. Jose Miguel Uzcategui, an economist
linked to the Social Christian party, said that the plan is simply aimed at meeting transnational
companies' interests in risk-free investments via implementation of price regulation, freezing
interest rates and strict exchange and tax controls for investment projects valued over $500 million
in basic industries. He added that the policy change translates to a partnership between the state
and transnational capital with no significant involvement from other national economic sectors.
The economist emphasized that the strategy's basic objective is to bring new foreign capital into the
country for investment in capital-intensive industries. Consequently, he added, its impact on job
creation will be insigificant. For Uzcategui, the government's plan constitutes a pact under which
big foreign capital will receive special treatment and privileges denied to Venezuelan investors.
Social Christian Deputy Leonardo Moiel Ortega told reporters that the national patrimony should
not be jeopardized without previous consultations with the national congress. This is a particular
concern, he said, in terms of foreign control in the petrochemical, coal, iron, steel and aluminum
industries. Leftist Deputy Radames Larrazabal commented that the new program effectively revives
colonial privileges and discrimination against national interests. He said the government's decision
represented the collapse of Latin America's joint efforts to defend its interests, such as a foreign
investment regulation provision of the Cartagena Agreement. (Basic data from AFP, 02/04/88; Prensa
Latina, 02/08/88)
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